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I-Iey, buddy canyou spare $1 000" B
.. That, in effect, is the queshon,i
_'the S’tate of Rhode Island will "~ " =
| ask on' Monday when it. seeks [ JTRE

'bQITOW $350.million. - :fVldeo MoneyLmes Ne:i b mg .
' . The state regularly borrows N tari]ks us thrrgugh fgcig lras ’Jc(g consmier

: - -when weighing whether :

to help pay. expenses, Wplcaﬂy _ ._.*.',_'purchaSE %he $1,000 bonds offered
by issuing bonds. The state by the state, Watch the v:deo at
-generally uses tax revenueto . - prejn.com : ;
“pay interest a.nd pnnc;pal to-:-: gl wi : :
e Major marke’t mdexes fell to thelr
lowest level in fivelyears ™

'_ “ yesterday as Wall Street and '
cause the minirum mvestment " stock exchanges arotind the 2

4 is high — typically $10,000 Gt - .- world had a huge selloffon

;‘couldbeless dependmg onwhom you buyfrom) “ . recession fears. The Dow, Janes |

;  throug .7 Industrial Ave ge. tumbled 312
e S i 'pomts c1 }
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General T reasurer Frank T.
Caprio, the minimum invest-.
ment for: Monday s bond of-
fering wﬂl ' eneraily be only
$1,000.

“That means State-issued gov-
ernment bonds will be acces-

sible to more people. So' should :_
you: mvest'f‘ It depends Here s a’;

for eight months. The state
‘promisesto: Pay you back
$1,000, plus interest, at th
-of the term (June 30, 200
ZThe bonds wﬂl be 1ssued_

R as Morgan' Stanley, IP: Morgan
“and Ban¢ of America Securities,

will serve as “underwriters,” "
placing the bonds with various

institutions and other big buyers. ».
" However, if you biy through -

certam branches of Bank of .

America on Monday (through . - ]
- that interest is freé from federal
* and Rhode Island income tax.

aninvestment adviser at the .
‘branch who's affiliated with -
Banc of America Securities),

_youw’ll be able to purchase one or -
"‘mote of these bonds for $1, 000 :

each‘ Caprio said.

" 'Thé branches are in Newport S
- have some money to invést.

" :True, the minimum is lower * " |
. now, just as the minimum for :

Prowdence -Barrington, Cran-
ston, ‘Woonsocket and Westerly.
" “What we're doing is taking
that additional step [to] height-
en the awarenéss of this in- "

vestment opportunity for Rhode

Islanders, because of the rate,
and trymg t6.make it
. friendly as possible for Rhode
Islanders,” Caprio said inan
interview at his State House ;
office yesterday :
‘The lower minimum; will -
broaden the bonds’ appeal, said
Steve Grasso, chairman of the -
Rhode Island chapter ofthe

‘Finaricial Planning: Assoc:iatloo' .

a trade group for financial plan-
ners-and cthers. “The minimum
investment [will] bring more

" said.

you invest: $1,000, yow'il geta .
.. bond with a face value of $1, 000 :
' said Tim Gray, a spokesman for
o Capmo '

o What You'll Pay; You agree
in‘effect, to'lend the state: $1.000

people to the table to buy,” he ‘

You'll pay' no- commrssmns on

" that $1,000 investment, he said."
- (But be stre to ask-dhout fees
- and other such costs before you
- buy. Some financial institutions .
- charge fees for such things as:
*.0pening or maintaining an ac- .

count Fees can eat mto what
you earn. )

. '_they re backed by the state’s

‘(Banc of America-Securities

'.“represe_ntaﬁve_s will determine

.an investor’s suitability before

o selhng the bonds Capno sald)

o m Safety. These are general : ;
obhgaﬁon bonds, backed by the .
. full faith and credit of the State "

- of Rhode Island. In other words,

: - power o tax, So ifyouholda :

! What You’!l Earn. .The an-;

'_nuahzed interest rate could be -
~around 3.percent, Caprio said. - -
7 However, the official rate won’ £

be set untﬂ Monday mornmg, he
said.”: :
Bty 1t is 3. percent and: you

e - invest $1,000, you'll probably
end up earnmg around $20 n.
“interest.

~That’s because the bond ma- -

Do t_ureS in elght months, nota -
'year, said Patricia A. Thompson,

former president of the Rhode
Island Society of Certified Pub-
lic Accountants.,

For a-Rhode Island mvestor

E Sultahlhty. Are these bonds

“for you? It depends on your
: crrcumstances )
-For example, you vegotte
" ample:

us. Treasury securities is low-
er. But you've still got to come
up with the cash. .

~Also, you must understand a

asuser- - bit about how:bonds ' work; said

"Grasso, financial adviser for the ~

Cranston branch of the Edward
Jones investment firm. - :
“If you don’t understand 1t

'-'-=;you shouldn’t even consider it

.- You should stick to what you _

know,” Grasso said. “Itsnot for
_everybody R -

Ifyoucan afford to mvest

““and you know how bonds work,
. keep in mind that a Rhode Is-

land bond is an income-oriented-
investment, for the conservatlve

._.end of your portfolio.

. Rhode Tstand bond until maturi-
: ty, youw'll get your money back.. -
- But.if you séll before mat__un_ o
.': 'ty, you could get back moie or
+Jess thian you originally invested, -
. " depending on market condltrons -+ ;accessible to’more people;n
o '_at thetnne ofsaie BT

B | Taxes= As a general rule

govemment bonds are best for
“people in high income-tax -
. .brackets. But that’s not aiways

the case.
To see where you’d stand

- shop around to learn what simi-

lar investments are yielding,
Then take a look at your tax
bracket. Next, compare how
much youw'd earn: from each
after taxes.

- Thompson, tax partner and

¢ “financial planner at Piccerelli
. Gilstein & Co. LLP, a CPA firm

in Providence, oﬁered this ex-

Suppose an: erght month Cb
yields 5 percent and the state
bond 3 percent. . '

Suppose, too, that youw're ina
combined tax bracket of 45 .

- percent (that’s 35 percent at the |
federal level, 9.9 percent at the ..

Rhode Island level).
In that case, you'd actually
earn 2.75 percent on the CD

. after paying taxes on the in-

terest. But you'd earn the full 3
_percent on the state bond, be-
cause the sfate bond’s interest is
tax-free. So yow'd be better off

- Wwith the state bond.

. Now suppose that you're ina
combmed tax bracket of 18.75

“percent {that’s 15 percent at the _
- federal level, 3.75 percent at the

Rhode Island level).

Vage Z ot 2

t’s hot about growth of price

: ciation; it's about generat- .
ling’ some interest income and -
getting your principal back

.- “simply to those with lots of
. money to: invest, -

- In that case, yow’d actually -

earn 4.06 percent on the CD, .
. after paying taxes. But you'd. -
. .earn only 3 percent on the state
“bond. So you’d be better oﬁ" sl
b w1th the CD. ' o

B Other Optlans. At arouhd 3
percent the state bonds wouid

*-‘beat'short-term Treasury: secur— :

' ities, which lately have yielded -
“around 1 percent-or so. But CDs

" .with similar terms are yielding
TR around 4 percent or more, de- 1
pendmg on the bank or credlt :
umon i _ S

E-Bottom fine: .Caprio’.s plan'
*.-is a good idea, because it makes
" individual Rhode Island bonds &

“We're igoking forward o very

' 'strong participation” in the bond
- .- sale by small businesses and-
individual investors, Caprio said_.

But just because the bonds

" are more accessible doesn’t -
necessarily mean they're for:

you. Before investing, do some
research and decide — with the".

“help of a trusted financial ad-
" viser — whether they suit you. -

TODAY'S TIP: For more-about
the hond offering, including a list:

. of participating Banc of America |

Securities branches, see the state
Treaswry’s Web site: ’
| wWww.ireasury.ri.gov

"~ Orecall Banc of America

Securities at (401) 278-7306. ” c
The list alsc includes other

_brokerages that are selling the

bonds, Each such brokerage
has its own minimum invest- -
ment and other requirements.

Questions about your money
matters? Call us at 1-401-277-

. 7484 and leave a message, or
e-muail:

moneyline@projo.com .

- Whether you phone in or
e-mail your question, please be |
sure to include your name, :
hometown and home phone in
case we need to reach you. ,
Sorry, no personal replies; as

. many questions and issues as

possible will appear here.




